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Direct Wine Sales to Consumers —
New Registration and Tax Collection Requirements

Domestic and out-of-state wineries are now allowed to sell wine directly to consumersin Washington
effective June 7, 2006. The wineries must collect and remit applicable state and local use or salestaxes
from their Washington customers. (Engrossed Senate Bill (ESB) 6537 (Chapter 147, Laws of 2006)

Beforewine may be sold and shipped directly to Washington consumers:

o Domesticwineriesmust be licensed asadomestic winery by the Washington Liquor Control
Board (LCB) and pay all assessed license fees.

e Out-of-state wineries must obtain awine shipper’s permit from the LCB and pay all assessed
permit fees.

Wineries must al so register with the Washington State Department of Revenue and recelve atax
registration number as acondition for obtaining awine shipper’s permit.

Registering with the Department of Revenue

Ouit-of -state wineries must register with the Department of Revenue by compl eting aMaster Application,
which may be downloaded from the Department of Licensing’sweb site at

http://www.dol .wa.gov/forms/700028.htm. Send the completed form electronically (if filling out the
online version) or mail it to the address provided with the instructions. Please include payment for all
necessary licensing fees with your application.

Oncethe application is processed, you will receive aMaster License. The Master License will note your
Department of Revenue (DOR) Tax Registration Number, also known asyour Unified Business | dentifier
(UBI) number. Thisisanine-digit number, usually starting with *602.”

Excise tax returns

Onceregistered with the Department of Revenue, you'll receive excisetax returnsto report your salesto
Washington customers and to remit use or retail salestaxes owed or collected.
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Depending on your level of sales, you may be required to report excise taxes on amonthly, quarterly, or
annual basis. To file electronically, go to our web site at http://dor.wa.gov to sign up.

Please note: Excisetax returns must befiled evenif you' ve had no salesto Washington customers during
the period covered by thereturn.

Applicable taxes

Thelaw requires out-of-state wineries that sell and ship directly to Washington consumersto collect either
usetax or retail salestax from their Washington customers. Wineries are required to collect tax,
regardless of whether or not they have aphysical presence in Washington.

Usetax and sales tax are companion taxes and have the samerate. Either use tax or salestax applies, not
both. Both use and sales tax are cal culated on the selling price, including all shipping, handling, or
delivery charges.

e Usetax must be collected when the seller does not have a physical presence in Washington.
e Salestax must be collected when the seller hasa physical presence in Washington. (See below
for discussion of the business and occupation tax due when sales tax applies.)

What taxes apply to your winery?

To determine whether you must collect usetax or retail salestax on your sales of wineto Washington
consumers, you must determineif you’ ve established a physical presence or nexusinWashington.

“Nexus’ isany activity thewinery conductsinWashington that issignificantly associated with the
winery’sability to establish or maintain amarket for its productsin Washington. You don’'t need to have
an office or physical location in the state to have nexus and be subject to Washington’stax laws. Many
activities can create sufficient nexus, including, but not limited to:

e Maintaining astock of goodsinWashington, or delivering from alocal stock of goods.
Maintaining abranch office, local outlet or other place of businessin this state.
Visiting trade shows, wine events, or other such activitiesin Washington on an occasional basisto
promote or showcase your products.

e Soliciting ordersin this state by an employee, third party agent, or other representative.

If you don’t have nexus (physical presence) in Washington:
e You must collect usetax on direct sales of wineto Washington consumers.

e Theusetax rateisdetermined by your customer’slocation. To determine the correct usetax rateto
charge, usethe Department’s Tax Rate Lookup Tool at http://gis.dor.wa.gov/taxratefinder/.



I f you have nexus (physical presence) in Washington:

e You must collect retail salestax on direct sales of wine to Washington consumers.
o Thelocation of an in-state store, outlet, stock of goods, or representative, determinesthe sales
tax rate you charge.
o If youdon't have anin-state store, outlet, stock of goods, or representative, the salestax rateis
determined by your customer’slocation. Usethe Department’s Tax Rate Lookup Tool at
http://gis.dor.wa.gov/taxratefinder/ to find the correct salestax rate.

e You aresubject to Washington’sbusinessand occupation (B& O) tax under the Retailing
classification on your gross Washington sales.

o B&O tax appliesto the gross proceeds from sales of tangible personal property without any
deductionsfor the cost of goods sold, labor costs, delivery costs, discounts paid, taxes, or any
other expenses or losses. It isacost of doing businessin Washington.

o B&Otaxisreported and paid on the excisetax return. The current rate for theretailing
classification is .00471.

e You aresubject to Washington'slitter tax on your gross Washington sales.

o Thelitter tax is assessed on manufacturers, wholesalers, and retailers of certain products that
contribute to Washington’slitter problem, including retailers of wine. Litter tax isowed on all
sales subject to the Retailing B& O tax. It isalso acost of doing businessin Washington.

o Litter tax isreported and paid on the excise tax return. The current rate is.00015.

Note: Your excisetax returnfilingobligation isdifferent from and in addition to any reporting
requirementsof theLiquor Control Board.
More information

For additional information regarding your obligationswith theL CB, seetheir web site at
http://www.lig.wa.gov/publications/DirectShi ppingL aws.asp.

For moreinformation on doing businessin Washington, see our web site at http://dor.wa.gov or call our
Telephone Information Center at 1-800-647-7706.

To inquire about the availability of this document in an alternate format for the visually
impaired, please call (360) 705-6715. Teletype (TTY) users please call 1-800-451-7985.



